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Mi  ss  Mi  I  I er : 

The  material  to  be  presented  today  is  an  amplification  of  the  written 
material  which  I  submitted  to  this  Committee  for  its  January  meeting.   As  you 
recall,  my  suggestions  as  to  the  goal  of  the  Foundation  Program  study  were  that 
improvement  should  be  sought  in  three  basic  ways: 

1.  More  state  aid  to  schools 

2.  Greater  equalization  of  education  costs 

3.  Increased  power  of  local  trustees  to  provide  basic  minimum 
essentials  for  education,  or,  in  other  words,  an  adequate 
guaranteed  minimum  budget. 

Before  presenting  my  comments  about  the  Foundation  Program,  I  have  arranged 
to  comply  with  the  requests  of  several  members  of  this  committee  for  a  presenta- 
tion of  the  Foundation  Program  demonstration  which  I  have  given  this  year  at 
the  request  of  a  number  of  groups  interested  in  school  financing.   I  have  asked 
our  State  Aid  Administrator,  John  Campbell,  to  present  this  demonstration  today. 
He  will  use  the  Great  Falls  High  School  as  the  basis  of  the  demonstration,  in 
order  that  a  real,  not  an  imaginary,  school  may  be  visualized.   He  will  also 
use  the  Sumatra  and  Fairview  High  Schools  for  comparison  purposes,  to  illustrate 
the  way  the  Foundation  Program  applies  to  widely-differing  situations.   Mr. 
Campbell's  text  is  the  same  as  that  used  for  my  earlier  demonstrations  for 
several  Great  Falls  groups.   If  you  find  it  a  bit  elementary  in  approach,  you 
will  understand,  I  am  sure,  that  the  average  audience  does  not  have  the  benefit 
of  your  knowledge  about  the  Foundation  Program,  and  the  demonstration,  of  course, 
was  designed  for  such  groups.   Now,  I'm  going  to  ask  Mr.  Campbell  to  take  over. 
Because  this  entire  presentation  this  afternoon  is  part  of  an  integrated  whole, 
and  because  it  is  rather  lengthy,  I  should  like  to  request  that,  whenever  you 
have  questions,  you  write  them  down,  and  save  them  until  we  have  finished.   In 
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that  way,  I  believe,  we  can  save  time  by  avciding  skipping  from  one  subject 
to  another,  and  not  get  off  the  track  on  subjects  which  may  be  discussed  a 
little  farther  along  in  the  presentation.   So  please  save  your  questions  until 
the  end.   Now,  Mr.  Campbell. 


Mr_.  Campbel  I  ; 

Montana's  Foundation  Program  method  of  school  financing  is  probably  one  of 
the  simplest  school  financing  plans  in  all  the  50  states,  and  anyone--any 
interested  citizen--can  understand  how  the  Foundation  Program  works  with  a  few 
minutes  of  effort  with  paper  and  pencil.   A  little  later,  we  are  going  to  take 
a  few  minutes  with  paper  and  pencil,  and  do  a  little  arithmetic. 

First,  however,  let's  review  some  background. 

Schools,  of  course,  cost  money.  A  school,  just  like  a  family,  can  spend 
only  what  it  receives  as  income.  Unlike  a  family,  which  can  live  from  day  to 
day  if  it  wants  to,  the  school  must  I  ive  from  year  to  year. 

That  is,  every  spring,  a  budget  must  be  prepared  for  the  school  for  next 
year.   A  budget,  as  you  know,  is  a  p Ian  for  spending  a  certain  amount  of  money 

for  certain  things.   If  you  have  only  so  much  money  to  budget,  that  amount  has 
to  pay  the  bills,  and  you  can't  spend  more  than  your  budget  allows.   The  same 

i  s  true  of  school s . 

How  does  a  school  know  how  .much  to  budget  --  how  much  to  plan  to  spend  for 
its  next  year's  operation?  This  is  where  the  Foundation  Program  comes  in.  One 
of  the  things  the  Foundation  Program  does  is  tell  the  school  what  its  minimum 
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or  rock-bottom  budget  must  be  and  where  to  get  the  money  from.   Then  steps 
are  provided  for  budgeting  for  more  than  the  Foundation  Program  minimum  as  we 
shal I  see. 

This  chart*  for  the  Great  Falls  High  School  shows  the  relationship  between 
the  Foundation  Program  and  the  whole  high  school  budget.   The  Foundation  Pro- 
gram, as  you  can  see,  is  only  a  part  of  the  whole  budget. 

Now  let's  look  more  closely  at  the  Foundation  Program  part  of  the  budget. 
Before  we  go  into  what  the  Foundation  Program  _i_s,  I'd  like  to  review  what  it 
i  s  not . 

Some  people  think  that  the  Foundation  Program  is  money.   Some  people  think 
that  the  Foundation  Program  is  the  State  money  which  a  school  receives.   Some 
people  think  that  the  Foundation  Program  pays  all  of  the  school's  costs. 

You  know,  I  am  sure,  that  none  of  these  ideas  is  true.   The  Foundation 
Program  is  not  money;  it  is  not  the  State  money  a  school  receives;  it  does  not 
pay  all  of  the  school  costs. 

If  it  is  none  of  these  things,  then  what  is  it?   In  brief,  the  Foundation 
Program  originally  was  a  plan  to  guarantee  every  Montana  pupil  a  certain  basic 
minimum  educational  opportunity  by  establishing  a  floor  —  a  rock-bottom  budget 
for  school  expenditures,  together  with  a  means  of  paying  for  those  expenditures 

Note  that  there  are  two  important  words  here  —  "minimum"  and  '"floor." 

*  Fig.  I 


SI? 

Pl-O 

>  *> 

I  1 

X  rt 

■  B 

vo  a 

O  9 


►  H  > 

r-  rr  a 

>-*  h-  o 

a    c 

•1     hrt 


•*-.  o 

to 

CD     CO 

t\>  Hi 

3 

On 

0> 

rr   to 

On  t? 

•o 

3"  1 

o 

A    A 

is*  er 

i 

i   ►-• 

rr 

l-1   H- 

Cn   r* 

0) 

A    3 

©   O 

rr 

TO 

o 

r* 

CO      r( 

M 

o 

r-  o 

3 

3 

c 

09 

»-  3 

ft 

H-    0- 

2 

B 

H-   3 

a 

rr  C 

rr 

5 

r* 

h>  cr 

O 

o    A 

3 

1    « 

o 

1     Hi 

A    O 
Co    H 
rr 
A 

TJ     ft, 

Co  CO 

r-«  A 
(-• 

CO  O 


"O     O 
A    O 

3-8 

CO     r- 
r-  01 


A 
00 
to 


W    rq 

rr  o 
«o  C 
rr  3 

a  a. 

Co 
»    rr 

O.  O 

3 
•3 

a  -a 
o 

•O  00 
C    r| 

"S.B 

■a 

<~n  A 

p>  n 

(-•3 

C 
CO  "O 
O     H- 

C  r- 
1 

O  <-n 
A  B 
CO     I— 

»w  3 


rt 
A 

■8 

r* 
A 

a 

A 
X 
•3 
A 

8. 


l-h 
A 


O 
H 

O 

rr 

3* 
A 
M 

09 
O 

o 


ro 

o 


ro 

On   «J 

ON    «»J 


ON 
ON 

o 


MNjao>c*ui   x>  u>  N3  c 
cr  co   o   o"  to 


m  h  H  c/>  n  w 

3  Co  O  rr  r-  rr 

n  X  rr  co  CD  Co 

M  O  CD  Co  rr  co  rr 

3    B  cr  m  ro  to  a 

O     A  l—>  r( 

O  A  C/>  -o  O  A 

B    Hi  rr  co  O  J=> 

A    rt  <  0)  v;  a  C 

O  Co  rr  B  Co 

•3    3  >—  A  A  C  (-• 

A  C  3  3  H- 

rt    Co  Co  n  rr 


r->        rr   Co 


^TJ  n  fl  h 

p-  o  R  o 

3  00   n-'OO    X 
A    I  rf 


3 
^s  A 


3    rr 

A    O 


H-  Co 
3  n_* 
A 


TJ  O  h  CO 
C  3  O  to  A 
"3    A    3    Co    r|   , 

I*     I  rf 

r-    3     O     O     O 

►*■  Hi  O    &— 
Hi  r-         S    D 

i  h  rr  co 

O         i*  C  co 

B    rr  00    3  i-l 

S3*  H-  O 

rr  O 

3  co  3 

a  /-n.  o  ;> 

I  H3-  r*  C 
B  r-  O  O.  3 
H-   3    O  r- 

»-•  A  H^rr 
r-  r-1 

•sj  O.  r* 
rr    CD    H-  3 

SCO    A 
X    rr 
1    on 
^n>  •      H-    CO 
H"   O   O 
f  OftX 
3    (-• 
AN-'  (-• 

«o  3 

O*  A 

•r  On 

O* 


O  3 

O  A 

CO 

r-  NO 


On   r-    CO 
CO   NO    --J 
!-•    ON    ^J 

o  o  o 
o  o  o 
o  o  o 

-c/» 

Cn 

N 

'A 

<; 

•* 

<i 

D<N 

s-, 

! 

Nft 

■V 

0 

Jl 

NJ 

<> 

0 

0 

c 

3 

a 

n 

S 

rr 

0. 

0 

0 

0 

en 

Co 

ON 

en  ~J  (-• 

UlOU 

ONOue 
«-J  O  O  r* 
O  O  O  ~a 


O  N  ON 
O  -J  f- 
O  ~J  Co 


3 


JnJ 


I      *> 

lloo 

fo 
<=> 
o 


U>  Co 

M  ts)  •£> 

(-■  CO  ^ 

o  o  o 

o  o  o 


</></>■</>■</></> 


ON  ON 

o       o 
o  o  o  o  o 


ON 
ON 

^i  o 

On  O 

on  o 
o  o  o 


cr  co 

)_■    VO 

ro   ^^ 


on  en 

OON*- 


Cn 
Cn  *• 
CO  on 


en 
■p- 


o       o 
o  o  o  o  o 

8~S         i-S 


r-»  •-•   CO 

■P-  ON    O 

o  o  o 

o  o  o 

o  o  o 


<r>  </>  -c/>  </>  </> 


CO  Co  KJ 

*-HN   slUl 

O  Cn  en  en  o 

o  o  o  o  o 
o  o  o  o  o 


r-   CO 
ON   r- 

ON    ~i 


ON 

en 

o 


en 

^1 


s^ 


$/><!></></> 

-o»  </>  </> 

I-1 

*• 

»J 

NO 

ON 

H  W   (-■ 

CD 

CO 

50 

H- 

.*>   O   r-1   (-• 

o 

O   U   IN) 

o 

S 

~J   O   O   r-1 

CD 

o 

O   r-1   !-• 

3" 

m  *d 

WOOMO 

NO 

o 

Omov 

H" 

o 

> 

8-9 

CD 

3 

a 

H 

O. 

n 

< 

n 

EC 

m 

o 

O 

s: 

c 

o 

3 

r1 

rr 

* 

V! 

en  *~  r-- 

O   U   vl   H   ON 

j-s  j«s  j-a  j-s  g-s 


■4- 


The  Foundation  Program  is  intended  to  be  a  plan  to  guarantee  every  pupil 
a  basic  minimum  educational  opportunity  by  establishing  a  floor  for  school 
expenditures. 

So  the  Foundation  Program  says  nothing  about  a  maximum  —  nothing  about  what 
a  school  spends  above  the  "floor.''  The  ceiling  is  a  matter  for  local  decision; 
only  the  floor  is  set  by  law.  Accordingly,  the  Foundation  Program  does  not  by 
any  means  represent  the  whole  school  program,  but  just  a  part  of  it. 

When  we  think  about  trying  to  guarantee  all  Montana  pupils  the  same  basic 
educational  opportunity,  we  immediately  see  many  factors  entering  the  picture. 

First,  of  course,  pupils  live  in  different  places.   Some  live  in  our  large 
communities,  some  in  small  towns,  and  some  on  remote  ranches,  many  miles  from 
town.  Obviously,  there  must  be  large  schools,  medium  size  schools,  and  very  small 
school s. 

All  of  us  know  the  role  that  mass  production  has  played  in  creating  today's 
standard  of  living;  we  know  that  mass  production  results  in  economic  efficienty — 
a  better  product  at  a  lower  unit  cost. 

The  same  principle,  of  course,  applies  to  education  —  where  there  are  many 
pupils,  there  is  greater  economic  efficiency  in  school  operation,  whereas  the 
unit  cost,  or  per  pupil  cost,  of  running  a  school  for  three  or  four  or  sixteen 
children  is  relatively  high.  This  differential  in  unit  cost  is  one  of  the  factors 
affecting  equal  educational  opportunity,  and  the  Foundation  Program  plan  takes 
this  factor  into  account. 
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A  second  factor  is  the  ability  of  a  community  to  support  its  schools. 
By  ability,  we  mean  financial  ability  --  or  more  specifically,  the  taxable 
valuation  of  the  property.   Frequently  we  find  two  school  districts,  some- 
times side  by  side,  with  about  the  same  number  of  children  to  be  educated,  but 
widely-varying  resources.  The  property  in  the  one  may  consist  almost  entirely 
of  grazing  land,  with  some  cattle  and  a  few  dwellings  and  other  ranch  buildings 
to  be  taxed.  The  adjoining  district  may  also  have  these  assets,  but  in  addition 
there  may  be  a  pub  I  ic  ut i I  ity,  a  rai I  road,  a  produci  ng  oil  we  I  I  to  he! p  rai  se 
the  taxable  valuation.  Should  the  education  a  child  receives  be  determined 
by  whether  he  lives  in  the  poor  district  or  in  the  rich  district?  Not  if  we 
are  to  carry  out  our  constitutional  decree  of  equal  opportunity.   So  the  Founda- 
tion Program  plan  takes  into  account  the  variation  in  local  ability  to  pay  for 
school s. 

The  two  big  variables,  then,  are  the  number  of  pupils  per  school,  and  the 
taxable  value  of  the  school  district.  The  Foundation  Program  plan  contains  a 
formula  to  even  out  —  or  equalize  —  these  differences. 

Now  what  happens  when  taxable  valuations  vary,  not  because  of  the  actual 
property  to  be  taxed,  but  because  of  differences  in  assessments?  For  example, 
the  same  piece  of  property  which  is  assessed  at  $40,000  in  one  county  might  be 
assessed  at  $30,000  in  another  so  that  the  tax  revenue  derived  from  the  property 
differs,  even  though  the  true  value  of  the  property  is  actually  the  same.  The 
result  is  that  one  county  may  appear  to  be  poorer  than  another  county  just  be- 
cause it  has  lower  assessments;  and  since  the  Foundation  Program  tries  to  even 
out  differences,  the  apparently  poor  county  with  the  low  assessments  would 
theoretically  get  more  help  than  the  other  county  with  the  higher  assessments. 
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Originally,  the  Foundation  Program  carried  with  it  a  program  to  equalize 
assessments  among  counties,.  Dut  as  you  know,  this  is  a  difficult  thing 
to  achieve,  and  while  some  orogress  has  been  made,  Montana  still  has  a  great 
problem  of  unequal  assessments.  To  help  meet  this  problem  as  far  as  school 
aid  is  concerned,  the  Foundation  Program  has  a  built-in  factor  which  acts  as 
a  stoplight  to  deter  counties  from  lowering  assessments  merely  in  order  to 
get  more  State  money  for  schools  because  of  their  apparent  poverty.  This 
stoplight  is  called  the  "50$  limit,"  and  it  is  simply  a  restriction  that  no 
school  district,  regardless  of  its  need  or  apparent  need,  may  receive  State  funds 
equal  to  more  than  50$  or  one-half,  of  its  Foundation  Program.  Remember  this 
is  not  a  guarantee  that  the  State  funds  will  pay  for  half  of  every  Foundation 
Program;  it  is  rather  a  ceiling  on  State  aid,  a  guarantee  that  each  local  school 
district  puts  forth  the  effort  required  to  raise  the  other  half. 

Three  factors,  then,  are  at  the  heart  of  the  Foundation  Program  ■ —  pupils, 
local  resources,  and  local  effort.  The  rest  is  merely  arithmetic.  The  arith- 
metic consists  of  putting  the  right  figures  into  the  Foundation  Program  formula 
and  adding  them  up. 

Now,  let's  look  at  the  formula.   As  you  know,  the  formula  by  which  the 
Foundation  Program  works  is  set  by  law.   Since  the  law  was  enacted  originally 
in  1949,  it  has  been  amended,  but  it  has  not  undergone  any  basic  change  since 
that  fime.  The  law  is  not  perfect,  of  course.  But  before  we  look  at  the 
imperfections,  let's  see  how  it  works. 

To  set  the  workings  in  time  and  place,  let  us  recall  that  each  school's 
Foundation  Program  for  this  past  year  was  established  in  the  spring  and  summer 
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of  1961,  a  year  ago,  and  the  people  officially  concerned  with  the  workings 
were  the  local  school  board,  the  County  Superintendent  and  the  County  Corn- 
mi  ssioners. 

Now  I  am  going  to  distribute  copies  of  a  work  sheet"  on  which  we  can 
figure  the  Great  Falls  High  School  Foundation  Program  for  1961-62. 

We  are  going  to  work  out  only  the  high  school  because  the  arithmetic  is 
simpler  and  quite  a  bit  shorter  than  that  for  the  elementary  school  since  the 
high  school  Foundation  Program  is  paid  for  by  money  from  fewer  different  sources. 

To  illustrate  how  the  Foundation  Program  "evens  out''  or  equalizes  the 
differences  between  large  and  small  school  populations,  and  between  districts 
with  proportionately  different  taxable  valuations,  we  shall  refer  to  the  Sumatra 
and  Fairview  High  Schools. 

Now  let's  look  at  the  work  sheet. 

Below  the  heading  you  see  the  words,  Basic  D<:ta  for  Genera]  Fund  Bud  get  i  n  g 
(including  Foundation  Program). 

The  "General  Fund",  as  you  know,  is  the  general  operating  fund  which 
covers  the  basic  maintenance  and  operation  of  the  school.   This  includes  teachers' 
salaries,  books,  heat  and  light,  salaries  of  administrative  personnel  and 
custodians,  social  security  taxes,  insurance,  and  so  forth.   The  Foundation 
Program  is  a  part  of  the  General  Fund.  This  chart  helps  to  show  the  relation- 
ship between  the  General  Fund  and  the  Foundation  Program.** 


*  Fig.  2 
**  Fig.  3 


Fig.  3    GREAT  FALLS  HIGH  SCHOOL  .  ,  .  1961-62 
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On  our  work  sheet,  we  are  concerned  with  the  Genera i  budget,  both  the 
Foundation  Program  part  of  it,  and  the  part  above  the  Foundation  Program. 

The  first  7  items  on  the  work  sheet  are  filled  in.  These  are  the  pieces 
of  basic  information  we  must  have  to  do  our  budget  arithmetic. 

Let's  look  at  No.  I,  Pupils.  The  abbreviation  ANB  as  you  know  stands 
for  Average  Number  Belonging,  or  pupils  counted  not  by  noses  but  by  the  days 
each  one  was  present  and  absent  last  year.  This  pupil  count  is  always  based 
on  the  previous  year,  and  the  high  school  count  includes  all  the  9th  grade 
pupils  in  the  junior  high  schools.   Note  that  Great  Falls  has  2,613  pupils  on 
which  to  figure  its  budget,  Sumatra  has  14,  and  Fairview  216. 

Now  look  at  No.  2,  Minimum  expenditure  per  pupil.  This  is  the  floor  we 
mentioned  earlier  —  the  amount  that  the  school  must  spend  for  each  pupil's 
education.  This  amount  is  set  by  the  Foundation  Program  law,  and  it  varies 
for  pupils  in  schools  of  different  sizes  because  the  smaller  schools  cannot  run 
as  economically  as  the  larger  schools.  The  Foundation  Program  law  says  Great 
Falls  must  spend  at  least  $277  per  high  school  pupil,  Sumatra  must  spend  at 
least  $546,  and  Fairview  $317. 

Item  3  is  the  result  we  get  when  we  multiply  the  number  of  pupils  by  the 
minimum  expenditure.  This  result  is  the  Foundation  Program  amount,  or  minimum 
budget.  You  can  see  that  for  Great  Falls  the  minimum  budget  is  close  to  3/4 
of  a  mi  I  I  ion  dol I ars. 

Item  4  is  the  total  amount  the  Great  Falls  High  School  found  necessary  to 
plan  to  spend  for  general  operation  this  past  year.  This  i  ncl udes  the 
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Foundation  Program  amount,  and  you  can  see  that  this  total  is  a  great  deal 
more  than  the  Foundation  Program  amount.  The  chart"  here  shows  the  whole 
Great  Falls  budget,  and  that  part  of  it  which  is  the  Foundation  Program. 

Item  5,  the  State  equalization  level,  is  shown  as  89$.  This  does  not 
mean  that  this  past  year  the  State  paid  89$  of  the  school  costs,  and  it  does 
not  mean  that  the  State  paid  89$  of  the  Foundation  Program.  This  89$  merely 
expresses  the  extent  to  which  the  Foundation  Program  formula  worked  this  year 
to  "even  out11  or  "equalize"  school  costs  among  all  the  districts  in  the  State. 
If  it  worked  to  the  greatest  possible  extent,  the  figure  would  be  100$.  But 
for  the  1961-62  school  year,  money  was  short.   Note  that  for  Sumatra  and  Fair- 
view  the  State  equalization  level  is  also  89$.  This  was  true  for  every  district 
in  the  State. 

Items  6-a,  6-b  and  6-c  are  here  because  of  a  temporary,  2-year  program 
established  by  the  1961  Legislature  which  is  not  part  of  the  Foundation  Program 
but  is  related  to  it.  The  amount  of  money  is  small,  less  than  1$  of  the  Great 
Falls  High  School  budget,  and  it  has  little  effect  on  our  figuring,  but  is  is 
shown  here  for  your  reference. 

Items  7-a  and  7-b  are  very  important.   Item  7-a  is  the  taxable  valuation 
of  the  Great  Falls  High  School  district,  $53  million,  and  Item  7-b  is  the  amount 
of  revenue  a  one  mill  tax  will  produce,  or  $53,670.  One  mill,  as  you  know,  is 
1/10  of  a  cent,  or  1/1000  of  a  dollar. 

Note  that,  while  one  mill  yields  $53,670  for  Great  Falls,  it  yields  $7,660 
for  Sumatra  and  $1,473  for  Fairview. 


*  Fig 


Fig.  4    GREAT  FALLS  HIGH  SCHOOL  FOUNDATION  PROGRAM  .  .  .  1961-62 

(Cascade  County) 


County 
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Just  for  interest  now,  note  that  the  $53,670  produced  by  one  mill  in 
Great  Falls  must  stretch  over  2,613  pupils,  giving  $21  per  pupil,  while  in 
Fairview,  the  $1,473  produced  by  one  mill,  in  terms  of  pupils,  gives  $7  per 
pupil  and  in  Sumatra,  the  $7,660  per  mill  results  in  $547  per  pupil.   So, 
proportionately  Sumatra  has  more  money  per  pupil  than  Great  Falls,  and  is 
better  able  to  pay  its  school  costs  locally.   Similarly,  Great  Falls  is  better 
off  than  Fairview.  As  we  go  on,  we  shall  illustrate  how  the  Foundation  Program 
formula  works  to  even  out  these  differences. 

Now  that  we  have  all  of  the  basic  facts,  we  can  figure  out  how  the 
$724,000  Foundation  Program  amount  of  the  Great  Falls  High  School  budget  will 
be  paid  for. 


■x- 
From  our  chart,  we  see  that  th  i  s  is  the  portion  we  are  talking  about. 


Now  let  us  take  just  this  portion  and  put  it  over  here  on  this  circle, 
so  that  the  whole  circle  is  equal  to  $724,000  —  the  Foundation  Program. 


We  know  now  what  our  rock-bottom  budget  is  —  $724,000.   Next  we  have  to 

find  the  money  to  pay  for  it.  The  law  provides  means  of  getting  this  money; 

what  we  do  is  determine  how  much  comes  from  the  school  district,  how  much  from 
the  county,  and  how  much  from  the  state. 

For  high  schools,  the  first  source  of  income  for  the  Foundation  Program  is 
county  money,  the  income  from  a  tax  of  10  mills  levied  on  all  the  property  in 
the  county.  The  way  in  which  this  tax  money  is  distributed  to  high  schools  is 
part  of  the  evening-out,  or  equalization,  process.   First,  we  see  how  much  the 


*  Fig.  3 

«*   Fin  A 


Fig.  5    SUMATRA  HIGH  SCHOOL  FOUNDATION  PROGRAM  .  .  .  1961-62 

(Rosebud  County) 


10-mi I  I  tax  on  the  county  brings  in.  Then  we  add  up  all  the  Foundation 
Programs  of  all  the  high  schools  in  Cascade  County.  Then  we  find  out  how 
far  this  money  goes  toward  the  total  need  by  dividing  income  by  the  amount 
we  need.  The  result  is  68$.   So  every  high  school  in  Cascade  County  this 
past  year  received  enough  money  from  the  County  10-mi I  I  levy  to  pay  for  68$ 
of  its  own  Foundation  Program.   For  Great  Falls,  this  amount  was  $495,000. 
These  are  the  figures  to  put  in  the  blanks  in  line  8  --  $495,000  and 


Note  that  we  have  f  i I  I ed  in  our  c  i  re  I e  up  to  the  .68$  mark  w  i th  I  i  ght 

blue,  showing  that  the  county  money  has  gone  this  far  in  paying  for  our 

•x- 
Foundation  Program  amount. 

Now  look  at  Sumatra  and  Fairview.   In  these  counties,  too,  there  are 
county-wide  taxes  for  high  schools.  But  Rosebud,  with  its  oil  wells,  is  a 
comparatively  rich  county  and  the  county  money  is  enough  to  pay  the  entire 
Foundation  Program  of  all  the  high  schools  in  the  county.   So,  opposite  County 
Equalization,  Sumatra  shows  100$.  Richland  County  is  different.  The  10-mi  I  I 
tax  there  only  pays  for  36$  of  the  high  school  Foundation  Programs,  as  is 
shown  for  Fairview. 

So,  now  the  county  money  has  been  applied  to  each  high  school  in  pro- 
portion to  the  needs  of  its  Foundation  Program  to  even  out  differences  among 
districts  in  the  same  county.   Now,  it  remains  for  state  money  to  even  out 
the  differences  among  counties. 

In  theory,  the  State  completes  the  evening-out,  or  equalization,  process 
by  contributing  money  to  the  schools  in  proportion  to  their  needs  to  pay  for 
the  rest  of  the  minimum  budget. 


Fig.  6    FAIRVIEW  HIGH  SCHOOL  FOUNDATION  PROGRAM  ,  .  .  1961-62 

(Richland  County) 


District  Levy  for  Remaining  Local  Obliji 
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But  in  practice,  there  is  seldom  enough  State  money  to  go  all  the  way 
around.  When  State  funds  are  short,  the  only  place  for  a  school  to  get  the 
rest  of  its  minimum  budget  is  from  the  local  district,  and  this  means  the 
district  is  forced  to  put  on  a  tax  to  make  up  the  amount  the  State  does  not 
pay.  The  unpaid  amount  is  called  the  State  deficiency,  and  it  must  be  made 
up  locally  in  order  fo  give  the  school  the  money  it  must  have  for  its  minimum 
budget.  To  find  the  %   of  State  deficiency  tax  in  line  9,  we  subtract  the  89$ 
in  line  5  from  100$;  the  difference  is  \\%,    and  this  is  the  %   of  State  deficiency 
that  goes  in  col.  2.   Now  multiply  11$  x  $724,000,  the  Foundation  Program,  and 
put  the  answer  in  col.  I.   The  answer  in  round  numbers  is  $80,000. 

Line  9,  then,  shows  us  that,  because  there  was  a  State  deficiency  this 
year  of  11$,  the  Great  Falls  High  School  district  required  an  additional  tax 
of  $80,000  to  make  up  for  the  shortage  in  State  funds.  This  works  out  to 
about  I   1/2  mills  extra  on  the  Great  Falls  High  School  dis+rict. 

Our  circle" now  shows  this  district  money  in  addition  to  the  county  money, 
and  we  can  see  that  now,  our  Foundation  Program  is  paid  for  up  to  the  19%   mark. 
Let's  add  I  i nes  8  and  9,  and  put  down  our  answer  in  line  10.   Total  local  money 
now  is  $575,000,  which  represents  79$  of  the  Foundation  Program. 

At  this  point,  we  want  to  check  the  stoplight  feature  of  the  Foundation 
Program  plan,  the  requirement  that  each  district  must  pay  at  least  1/2  of  its 
Foundation  Program  from  local  sources.  The  indicator  on  our  circle  shows  that 
local  money  in  Greaf  Falls  has  passed  the  50$  mark,  so  there  is  no  need  for 
Great  Falls  to  raise  any  more  money  locally  for  its  Foundation  Program. 


*   Fiq.  4 
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However,  for  comparison,  look  at  Fairview/'  With  the  county  and 
district  money,  Fairview  has  come  up  to  only  Al%   of  its  Foundation  Pro- 
gram requirement,  and  it  still  needs  53$  to  complete  its  circle.   But  the 
stoplight  feature,  or  50$  limit,  prevents  the  State  from  paying  more  than 
50$,  so  this  means  Fairview  has  a  3%   gap  which  must  be  paid  for  by  another 
district  tax  called  the  district  levy  for  remaining  local  obligation.  Then 
Fairview  will  have  made  up  its  local  one-half  share. 

To  come  back  to  Great  Falls,  and  see  how  much  State  money  the  Great  Falls 
High  School  gets,  look  at  item  12.  This  is  where  we  put  in  the  State  equaliza- 
tion money.  To  find  out  how  much,  we  take  our  Foundation  Program  amount  in 
line  3,  $724,000,  and  subtract  the  local  money  in  line  10,  $575,000.  The 
difference  is  the  amount  of  Sfate  equalization  money  Great  Falls  High  School 
was  entitled  to  this  past  year.  The  answer  is  $149,000,  or  21$  of  the  Founda- 
tion Program. 

Our  circle  graph  shows  this  sfate  money  in  red,  and  you  can  see  that  it 
is  about  1/5  of  the  whole.  ** 

Now  look  at  Sumatra  and  Fairview  --  Sumatra  does  not  get  any  State  equal- 
ization money  because  it  already  has  paid  for  its  Foundation  Program  locally. 
Fairview,  however,  has  paid  for  only  1/2  of  its  Foundation  Program,  and  the 
other  half  then  comes  from  State  equalization. 

Remember  that  we  said,  in  terms  of  local  resources,  a  one  Tii  I  I  tax  in 
Fairview  yields  less  than  $7  per  pupil,  while  in  Great  Falls  it  is  closer  to 
$21  per  pupil,  or  in  other  words,  Great  Falls'  local  resources  are  three  times 


*  Fig.  6 
**  Fig.  4 


Fig.  7    GREAT  FALLS  HIGH  SCHOOL  .  .  .  1961-62 
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as  great  as  Fairview's.   Now,  in  State  money  per  pupil,  Great  Falls  gets 
$57,  while  Fairview  gets  $157  —  or  the  State  helps  Fair-view  three  times  as 
much  as  it  helps  Great  Falls.   Sumatra,  a  rich  district,  gets  no  State  Equal- 
ization money  at  a i  I .  This  is  the  way  the  Foundation  Program  works  to  "even 
out"  or  equalize  the  differences  between  school  districts  throughout  the  state. 

Now  that  we  have  figured  out  how  to  pay  for  our  Foundation  Program,  and 
we  know  how  much  money  is  coming  from  the  county,  the  district,  and  the  State, 
let's  look  again  at  a  chart  showing  the  entire  budget  for  the  Great  Falls 
High  School.  As  you  know,  the  Foundation  Program  was  only  a  part  of  the  total 
budget  —  and  only  a  part  of  the  general  operating  fund. 

The  remainder  of  the  budget  has  to  be  paid  for  too,  but  now  the  equaliza- 
tion process  is  finished,  and  the  rest  of  the  budget  is  largely  a  local 
responsi  bi  I  ity. 

Line  1 3  on  our  work  sheet  shows  us  that,  for  the  General  Fund,  in  the 
area  above  the  Foundation  Program,  we  need  to  raise  $877,000.  This  is  done  by 
putting  a  tax  on  the  property  of  the  school  district.  The  school  budget  law 
permits  the  Great  Falls  High  School  » oard  of  Trustees  to  budget  an  amount  above 
the  Foundation  Program  equal  to  25$  of  the  Foundation  Program,  This,  as  you 
know,  is  the  'permissive  amount." 

Line  14  shows  that  this  allows  the  expenditure  of  $196,000  more  than  the 
Foundation  Program,  to  be  paid  for  by  a  local  tax  levy. 


*  Fig.  7 
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But  the  school  board  found  it  could  not  run  the  Great  Falls  High  School 
with  only  the  Foundation  Program  plus  25$,  and  in  addition,  another  $681,000 
was  needed.  The  school  board  had  to  ask  the  people  of  Great  Falls  to  vote  to 
impose  a  fax  on  themselves  in  the  amount  of  $681,000.  This  part  of  the  Great 
Falls  budget  was,  of  course,  the  voted  amount. 

Now  you  can  see  how  far  above  the  floor  --  or  Foundation  Program  --  it 
is  necessary  to  go  to  run  the  Great  Falls  High  School.  These  smaller  amounts 
at  the  top  represent  the  budgets  necessary  for  transportation,  teachers'  and 
public  employees'  retirement,  and  adult  education. 

The  total  budget  amounts  to  $1,724,000,  or  neariy  2   1/2  times  the  Founda- 
tion Program  minimum.   For  Great  Falls  High  School  this  year,  about  10$  of  this 
total  came  from  State  funds,  and  nearly  all  the  rest  came  from  local  property 
taxes,  with  the  exception  of  the  relatively  smal!  amounts  from  fees  for  adult 
education  courses,  and  the  federal  impact  payments  under  Public  Law  874  for 
federally-connected  pupils  because  of  the  air  base. 

As  you  can  see  from  this  example,  fhe  Foundation  Program  floor  no  longer 
represents  even  the  minimum  costs  for  many  schools.   For  instance,  the  Founda- 
tion Program  for  the  Great  Falls  High  School  this  year  was  a  quarter  of  a 
million  dollars  short  of  paying  the  teachers'  salaries.   Now,  if  we  look  back 
at  line  14,  we  find  that,  above  the  Foundation.  Program  without  voted  approval, 
the  Great  Falls  High  School  was  not  permitted  to  spend  another  quarter  of  a 
million,  but  only  $196,000.   So  even  by  using  the  entire  Foundation  Program 
amount  pi  us  the  entire  permissive,  Great  Falls  could  not  pay  its  high  school 
teachers,  and  the  voters  had  to  agree  to  spending  the  remaining  money  needed 


to  pay  the  teachers.  We  have  said  nothing  about  paying  for  books  —  for 
heat  and  light  —  for  the  administrative  staff  --  the  custodians  —  and  all 
the  other  things  needed  to  run  a  school.   In  Great  Falls,,  all  of  that  must 
be  paid  for  by  a  voted  levy.   So,  if  the  voters  in  Great  Falls  should  fail  to 
approve  the  school  tax  levy  —  as  happens  in  other  communities,  Great  Falls 
could  not  oven  pay  its  teachers,  much  less  its  heat  and  light  bill,  its  jani- 
tors, and  so  on. 

The  financing  of  the  Great  Falls  High  School  budget  then,  is  a  graphic 
illustration  of  the  three  points  mentioned  earlier  by  Miss  Miller  --  that 
more  State  aid  is  needed,  that  greater  equalization  of  total  costs  is  needed, 
and  that  the  local  trustees  need  a  better  guarantee  of  financial  ability  to 
provide  the  basic  essentials. 

Now  I  am  going  to  turn  the  presentation  back  to  Miss  Miller. 


Mi  ss  Mi  I  I er  ; 

Thank  you,  John.   Now  let  us  examine  the  Foundation  Program  as  a  method 
of  school  financing.   While  it  is  nor  a  perfect  method  by  any  means,  nonethe- 
less, in  concept,  |  think,  the  Foundation  Program  is  essentially  sound,  and 
I  do  not  believe  any  drastic  change  in  the  concept  is  warranted  at  this  time. 

A  good  many  people  devoted  a  great  deal  of  time  and  serious  thought  to 
the  development  of  the  Foundation  Program  plan  prior  fo  the  enactment  of  the 
legislation  in  1949,  and  I  believe  that  fundamentally,  considering  all  of  the 
problems,  the  results  were  admirable. 
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Today,  the  major  difficulties  with  the  Foundation  Program  are  nof 
internal,  but  external.   Internally,  of  course,  there  are  aspects  of  the 
Foundation  Program  on  which  there  is  bound  to  be  disagreement,  depending 
on  fhe  local  tax  picture  and  the  interests  of  the  groups  or  individuals 
concerned.   For  example,  there  is  the  question  of  whether  the  district 
5-mi I  I  levy  and  county-wide  10-mi I  I  levy  should  be  replaced  with  a  county- 
wide  15-mill  levy.  There  is  the  question  of  exactly  what,  if  any,  adjustment 
should  be  made  in  the  schedule  amounts  for  large  and  small  schools,  or  for 
elementary  and  high  schools.  There  is  the  question  of  whether  the  provision 
should  be  changed  which  now  requires  each  district  to  finance  at  least  1/2 
of  its  Foundation  Program  from  local  sources  —  that  is,  should  the  50$  limit 
be  shifted  or  removed? 

These  internal  aspects  of  the  Foundation  Program  are  all  relatively 
minor  questions.   In  passing,  however,  I  should  point  out  that  unless  there 
is  enough  State  money  to  go  around,  the  removal  or  shifting  of  the  50$  limit 
would  merely  result  in  shifting  local  property  taxes  from  one  district  to 
another.   Of  course,  should  there  be  enough  State  money  to  finance  the  Founda- 
tion Program  after  the  district  5-mi I  I  and  county  10-mi  I  I  levies  are  applied, 
the  local  property  taxes  in  many  districts  could  be  reduced.  This  past  year, 
the  State  appropriation  to  the  Public  School  Equalization  Fund  for  Foundation 
Program  use  was  $8  million,  approximately  $1.6  million  short  of  the  requirement 
even  with  the  50$  limit.  To  achieve  full  equalization  without  the  50$  limit, 
another  $4.4  million  would  have  been  required  for  the  Slate  appropriation — 
in  other  words,  to  provide  equitable  local  tax  relief  by  removing  the  50$ 
limit,  this  year  the  State  General  Fund  appropriation  to  the  Foundation  Pro- 
gram woul d  have  had  to  be  $14  mi  I  I  ion  i  n stead  of  $8  mi  I  I  ion,  or  for  the 
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Dienn  ium,  $30. I  mi  I  I  ion  i  n stead  of  $16.6  mi  I  I  ion. 

I  mention  these  figures  merely  for  interest.   |t  is  mv  considered 
opinion  that  the  50$  limit  should  remain  until  the  reclassification  pro- 
gram is  completed  and  until  there  is  far  greater  equalization  of  assess- 
ments among  the  counties  than  now  exists.  Even  with  the  50$  limit,  we  are 
hearing  objections  to  reclassification  from  certain  areas  on  fhe  grounds 
that  higher  taxable  valuations  will  cause  the  loss  of  State  funds  for  schools, 
This,  of  course,  could  be  true.   If  a  counl-y  is  now  receiving  the  maximum  of 
50$  from  State  funds  because  it  raises  less  than  half  of  the  Foundation  Pro- 
gram locally,  and  if  its  local  share  should  be  increased  to  more  fhan  half 
due  to  an  increase  in  valuation,  then  something  less  than  half  of  the  Founda- 
tion Programs  would  be  financed  by  State  funds,  resulting  in  a  loss  of  State 
money.  With  the  great  need  in  M  ntana  for  adjustment  in  the  assessment  of 
property,  I  believe  this  is  the  wrong  time  to  add  one  more  obstacle  to  that 
program  by  removing  the  50$  limit  on  State  aid,  because  such  a  change  would 
serve  to  increase  the  incentive  for  each  county  to  keep  its  valuation  at  the 
absol ute  mi  n  imum. 

But,  as  I  said  earlier,  the  50$  limit,  along  with  other  internal  aspects 
of  the  Foundation  Program,  cannot  be  regarded  as  the  major  problem.  These 
internal  aspects  merely  loom  large  because  the  really  big  problems  not  only 
have  not  been  met  but  frequently  have  been  ignored.   Because  it  is  easier  to 
face  the  small,  infernal  difficulties  than  the  large,  exfernal  ones,  more 
time  and  attention  usually  are   directed  to  the  lesser  aspects.  After  the 
major  problems  are  mef  and  solved,  I  believe,  we  should  devote  our  efforts  to 
the  refinements.  But  let  us  concentrate  on  the  big  problems  first. 
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I n  1949,  when  the  Foundation  Program  began,  it  was  intended  to  be 
something  more  than  a  mechanical  method  of  financing  a  portion  of  the 
general  operation  and  maintenance  budget.   The  Foundation  Program  was  sup- 
posed to  represent  the  expenditure  necessary  to  provide  a  basic  minimum 
education  for  each  Montana  pupil.   In  other  words  the  financial  schedules 
were  intended  to  relate  to  the  school  program,  and  the  dollar  amount  was 
intended  to  reflect  the  cost  of  those  goods  and  services  which  a  school  ought 
to  provide  as  its  basic  educational  program.   It  was  recognized,  of  course, 
that  the  local  people  might  desire  1  he  schools  to  offer  more  than  the  basic 
minimum,  and  it  was  provided  that  any  such  additions  to  the  basic  program 
should  be  financed  wholly  at  hhe  local  level.   Friils,  in.  other  words,  were 
to  be  left  to  local  discretion;  basic  education,  on  the  other  hand,  should 
be  guaranteed  by  the  State. 

Since  I949,  we  have  witnessed  a  development  which  has  seriously  affected 
the  Foundation  Program  plan.   This  development  is  the  inflationary  trend 
which,  each  year,  has  permitted  our  dollars  to  buy  less  and  less,  or,  to 
state  it  another  way,  has  required  us  to  spend  more  and  more  dollars  to  ouy 
the  same  goods  and  services  fhat  we  bought  before.  The  decline  in  the  pur- 
chasing power  of  fhe  dollar  is  something  fhat  each  of  us,  as  individuals,  is 
well  aware  of.  However,  it  seems  not  to  have  been  widely  recognized  that 
what  has  been  happening  to  our  personal  dollars  has  been  happening  also  io 
the  dollars  spent  for  government  services,  and  especially  for  education. 

The  rising  cost  of  schools,  in  dollars,  has  been  well  publicized.   Now, 
let's  take  a  look  at  those  dollars  in  terms  of  educational  purchasing  power. 


Fig.  8     EFFECT  OF  INFLATION  ON  GENERAL  OPERATION  AND  MAINTENANCE  COSTS 
OF  MONTANA  PUBLIC  SCHOOLS  .  .  .  1949-65 
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Since  the  Foundation  Program  is  applicable  just  to  the  school's 
general  maintenance  and  operation  budget,  we  have  developed  an  index  of 
educational  inflation  applicable  to  the  General  Fund  of  Montana  schools 
with  a  base  at  the  beginning  of  the  Foundation  Program. 

This  chartA shows  the  effect  of  inflation  on  general  operating  and 
maintenance  costs  from  the  time  of  the  beginning  of  the  Foundation  Program 
to  the  present,  with  a  projection  to  the  end  of  the  next  biennium,  assuming 
the  trend  continues.  N  te  that,  at  present,  the  index  shows  that  schools  are 
required  to  spend  $1.80  to  buy  what  $1.00  bought  in  1949. 

I  want  to  point  out  that  this  index  is  completely  independent  of  the 
effect  of  enrollment  on  school  costs.   Enrollment  increases  are  separate  from, 
and  in  addition  to,  the  effect  of  inflation.  This  index  merely  shows  the  in- 
creased cost  of  providing  the  same  amount  of  education  for  the  same  number  of 
ch  i I dren. 

You  can  see  that,  by  I965;  or  the  end  of  the  next  biennium,  the  cost 
of  educai  ion  in  Montana  will  be  double  what  it  was  in  1949  due  solely  to  in- 
flation and  allowing  nothing  for  increased  enrollment  or  improvement  or 
expansion  of  the  school  program. 

Now,  what  does  this  mean  in  terms  of  the  Foundation  Program?  This  next 
chart  compares  the  inflationary  trend  with  the  Foundation  Program  schedule. 
Of  course,  inflation  has  progressed  steadily  upward,  while  the  Foundation 
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Fig.  9    COMPARISON  OF  INDEX  OF  EDUCATIONAL  INFLATION  WITH  FOUNDATION  PROGRAM 
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Program  schedule  has  undergone  periodic  adjustments  coinciding  with  legis- 
lative sess  ions. 

From  this  chart,  it  is  evident  that,  in  purchasing  power,  the  Foundation 
Program  has  fallen  farther  and  farther  behind.   On  the  average,  the  annual 
increase  in  the  cost  of  education  caused  by  inflation  has  been  6,3$  over  the 
base,  while  the  Foundation  Program  on  the  same  average  yearly  basis  has  in- 
creased '1,1%   over  the  1949  base.   As  time  has  gone  on,  the  Foundation  Program 
has  departed  more  and  more  from  the  original  intent  of  providing  'or   the  basic 
minimum  educational  program.   The  departure  is  so  great  that  the  cost  of  the 
1949  program  in  1962  dollars  is  perhaps  startling. 

In  1949,  the  average  Foundation  Program  amount  per  pupil  was  5217.   Due  to 
inflation,  those  $217  would  require  $382  to  buy  the  same  things  for  the  61-62 
school  year  just  complered,  whereas  the  actual  per  pupil  amount,  instead  of 
$382,  was  $274. 

This  next  year,  for  the  Foundation  Program  to  purchase  what  it  did  in  1949, 
the  per  pupil  amount  would  have  io  be  $395,  and  in  the  coming  biennium,  $411  and 
$423  in  63-64  and  64-65  respectively. 

Altogether,  this  means  that,  to  provide  every  Montana  pupil  with  the  same 
educational  opportunity  guaranteed  by  the  1949  Foundation  Program,  the  61-62 
Foundation  Program,  instead  of  $39.6  million  would  have  had  to  be  $55  million, 
and  the  62-63  Foundation  Program,  instead  of  approximately  $41  million  would  have 
to  be  $59  million.   For  the  coming  biennium,  the  totals  would  be  $64  mi  I  I  ion 
the  first  year  and  $68  million  the  second  year. 
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Fig.  10    INCREASE  IN  GENERAL  OPERATION  AND  MAINTENANCE  COSTS,  MONTANA  PUBLIC  SCHOOLS, 
1949-50  TO  1960-61,  DUE  TO  INCREASED  ENROLLMENT  AND  INFLATION 
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These  total  Foundation  Program  amounts,  of  course,  take  into  account  all 
of  the  pupils  now  in  school,  not  just  a  number  equivalent  to  the  1949  enrollment. 
This  next  chart  shows  the  relationship  between  general  operation  and  maintenance 
costs  in  49-50  and  60-61,  separating  the  amount  added  due  to  enrollment  increases 
and  the  amount  added  due  to  inflation.   You  will  note  that,  if  we  add  to  the 
basic  $22  million  spent  in  49-50  another  $11  mi  i  I  ion  to  take  care  of  the  enroll- 
ment increase  by  60-61,  then  add  the  $18  million  required  to  compensate  for  the 
loss  in  purchasing  power  of  the  dollar,  we  have  $55  million,  which  was  the 
actual  General  Fund  total  for  60-61.   In  other  words,  schools  have  been  holding 
the  line  in  the  past  decade,  spending  no  more  than  was  absolutely  required  to 
take  care  of  the  added  pupils  and  inflation.   To  put  it  another  way,  if  in  1960-61 
there  had  been  no  more  pupils  than  in  1949-50,  and  if  the  dollar  had  maintained 
its  1949  purchasing  power,  the  expenditure  would  have  been  $22  million,  the  same 
as  in  1949-50. 

Because  there  is  general  interest  in  school  cost  comparisons  between  the 
present  and  the  past,  I  want  to  show  you  a  chart**  illustrating  the  use  of  the 
school  dollar  in  46-47  and  60-61,  the  most  recent  year  for  which  complete  figures 
are  available.   The  46-47  graph  is  taken  from  material  prepared  by  the  citizens 
committee  which  worked  on  the  original  Foundation  Program.   Many  of  you,  I  am 
sure,  are  familiar  with  this  pamphlet.   The  graph  on  page  I  is  reproduced  on 
this  chart,  along  with  a  comparable  graph  for  60-61.   it  is  interesting  to  note 
that,  of  all  school  costs,  the  costs  of  debt  service,  fixed  charges  and  capital 
outlay  are  the  ones  which  have  shown  the  greatest  proportionate  increase.   These 
are  shown  in  orange  and  brown.  The  proportion  of  general  maintenance  and  opera- 
tion costs  has  decreased.  These  are  shown  in  pink.  There  was  a  I  so  a  decrease  in 
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Fig.  12    FOUNDATION  PROGRAM  REVENUE  SOURCES 
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the  proportions  spent  for  teaching  aids,  shown  in  dark  blue,  transportation, 
shown  in  green,  and  salaries,  in  light  blue. 

The  capital  outlay  and  debt  service  items,  of  course,  reflect  at  least 
two  factors  over  which  school  boards  have  had  no  control  —  the  baby  boom  and 
the  backlog  of  building  needs  which  accumulated  during  the  war  years.   Of  course, 
the  Foundation  Program  does  not  cover  debt  service,  and  very  little  capital  out- 
lay is  financed  from  the  school's  General  Fund  budget  to  which  the  Foundation 
Program  applies.   The  proportion  of  those  cost  items  to  which  the  Foundation 
Program  does  apply  has,  in  each  instance,  decreased  since  1946.   Perhaps  the 


most  interesting  item  to  compare  here  is  the  decrease  in  the  portion  of  total 
school  costs  represented  by  salaries  —  63$  in  46-47  compared  with  51$  in  60-61. 


Now  to  look  more  closely  at  the  Foundation  Program  requirements  for  the  next 
biennium  in  order  to  bring  the  Foundation  Program  back  to  the  support  level  of 
1949,  let  us  look  at  this  chart  of  revenue  sources. 


Since  the  taxable  valuation  of  property  in  Montana  has  been  increasing  at  a 
very  slow  rate,  we  may  assume  that  in  the  next  biennium  the  basic  district  and 
county  levies  will  produce  only  slightly  more  revenue  than  at  present. 

Of  course,  if  the  50$  limit  remains  and  the  total  Foundation  Program  amount 
increases,  the  remaining  local  obligation  of  the  districts  also  will  increase. 
Local  sources  then,  might  be  expected  to  finance  altogether  approximately  half 
of  the  Foundation  Program,  leaving  the  rest  to  be  financed  by  state  sources. 
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Fig.  13    RELATIONSHIP  OF  FOUNDATION  PROGRAM,  AND  OF  STATE  AID, 
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|f  we  assume  that  the  interest  and  income  revenue  continues  in  its  present 
pattern,  and  that  the  same  is  true  for  the  income  tax,  corporation  license  tax, 
and  U.  S.  oil  and  gas  royalties,  we  may  expect  over-all,  a  slight  annual  in- 
crease from  these  non-appropriated  State  revenues. 

The  total,  then,  of  non-appropriated  revenues,  deducted  from  the  Foundation 
Program  requirements,  leaves  an  amount  of  $23  million  the  first  year,  and  $25 
million  the  second  year,  to  come  from  State  appropriation  to  the  Public  School 
Equalization  Fund  for  Foundation  Program  purposes,  in  order  to  bring  the  Founda- 
tion Program  back  to  the  1949  level  in  terms  of  educational  purchasing  power. 
These  amounts  --  $23  and  $25  million  per  year,  compare  with  the  $8  million  ap- 
propriated for  this  year's  Foundation  Program. 

These  figures  may  seem  startling,  but  we  must  remember  that  schools  already 
are  cost  i  nq  the  people  of  Montana  this  much  and  more.   In  the  most  recent  school 
year  for  which  complete  figures  are  available,  the  Foundation  Program  amounted 
to  $37  million,  but  total  school  costs  were  $79  million.  This  chart  shows  the 
proportion  of  school  costs  financed  by  the  Foundation  Program,  and  also  the  re- 
lationship of  total  state  a i d  to  total  costs.   You  can  see  that  the  Foundation 
Program  represented  47.1$  of  all  school  costs,  with  no  equalization  formula 
applicable  to  the  remaining  52.9$.   You  will  also  note  that  State  funds  paid 
21.6$  of  total  school  costs,  with  78,4$  of  the  cost  remaining. 

With  more  pupils  and  continuing  inflation,  total  school  costs  may  be  ex- 
pected to  average  more  than  $100  mil  I  ion  a  year  before  the  end  of  the  next 
biennium,  possibly  $100  million  the  first  year  and  $108  million  in  64-65.  This 
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Fig.  14    INCREASE  IN  MONTANA  POPULATION  .  .  #  1950  -  1960 
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is  why  I  said  earlier  that  we  must  direct  our  attention  to  the  big  problems. 

I  think  it  is  important  for  us  to  remember  that  there  are  two  basic 
factors  here  over  which  we  have  no  control  — •  enrollments  and  inflation.   By 
1965,  there  will  be  7  pupils  for  every  4  in  1949,  and  by  1965,  the  school 
dollar  will  buy  only  half  of  what  it  bought  in  1949.   Rising  enrollments  alone 
would  present  difficulty,  and  inflation  would  compound  the  problem.   But  there 
is  still  one  more  factor  of  grave  significance,  and  that  is  Montana's  sick 
economy . 

School  financing  today  in  Montana  rests  on  a  precarious  base,  largely  be- 
cause the  entire  economy  of  the  state  is  ailing,  and  the  ailment  appears  to  be 
growing  more  serious.  Wherever  we  look,  we  find  very  few  bright  spots  in  the 
dismal  long-range  trend. 

Take  our  population  picture,  for  example.   If  you  have  studied  the  I960 
census  figures,  this  chart  will  come  as  no  shock.  Between  the  1950  and  1960 
census,  Montana's  population  increased  30$  in  the  under  21  age  group,  but  only 
1k%   in  the  over  21  category.  This  fact  reflects  the  outward  migration  of 
Montana's  adult  population,  which  caused  a  loss  of  some  24,000  people  in  the 
decade  between  1950  and  I960.   In  other  words,  enough  people  left  Montana  to 
completely  depopulate  the  entire  city  of  Helena,  and  then  some.   What  is  happen- 
ing is  that  Montana  has  an  increasing  proportion  of  children  and  senior  citizens, 
and  a  decreasing  proportion  of  people  in  the  productive,  working  age  group. 

This  is  further  emphasized  by  another  disturbing  fact  --  the  drop  in  the 
number  of  men  employed  in  the  Montana  labor  force  in  the  past  decade.  The 
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U.  S.  census  shows  that  where  there  were  179,285  in  the  male  civilian  labor 
force  in  1950,  there  were  nearly  5,000  fewer  in  I960.   This  was  not  due  just 
to  a  local  situation  in  one  or  two  areas;  2/3  of  the  counties  either  had  fewer 
persons  at  work  in  I960  than  in  1950,  or  experienced  no  change  --  no  growth  — 
i  n  the  decade. 

These  facts  are  doubly  significant  because  incomes  earned  by  the  employed 
labor  force  are  the  major  source  of  personal  income,  and  this  is  another  in- 
dication of  Montana's  plight.   In  the  10-year  period  beginning  in  1950,  total 
personal  income  in  the  United  States  increased  69$,  but  in  Montana,  the  increase 
was  only  38$,  the  smallest  increase  of  any  of  the  Rocky  Mountain  states. 

Nationally,  in  the  same  period,  the  per  capita  income  increased  45$,  but 
in  Montana  the  increase  was  only  22$  —  less  than  half  the  national  figure,  and 
again,  the  smallest  increase  of  any  of  the  Rocky  Mountain  states.   When  we  look 
at  that  22$  increase  in  per  capita  income  in  terms  of  purchasing  power,  we  find 
it  is  equ  i  va I ent  to  vi  rtual I y  no  i  ncrease  at  all,  si  nee  the  cost  of  I  i  vi  ng 
increased  21$  in  the  same  period. 

The  trend  is  perhaps  more  disturbing  because  Montana  began  the  '50's  with 
a  per  capita  income  well  above  the  national  average.   A  change  became  noticeable 
in  1952,  and  since  1953  Montana  has  been  below  the  national  level. 

If  you  examine  any  of  the  standard  economic  indicators,  and  compare  Montana 
with  the  national  picture,  you  will  find  the  pattern  repeated  again  and  again. 
In  view  of  this,  I  believe  it  is  high  time  that  the  schools  cease  to  be  the 


Fig.  15    PERCENTAGE  OF  ALL  PROPERTY  TAXES  USED  FOR  SCHOOLS 


1947-48  —  1960-61 


y.  First  Year  of 
i   Foundation 


Per  Cent 


36 


r  High: 
I  41.1% 


Average : 
39.8% 


»-» 

I-* 

»-* 

M 

H* 

M 

!-• 

l-» 

I-1 

M 

H-* 

l-» 

t-* 

VO 

VO 

vo 

VO 

vo 

vo 

VO 

vo 

vo 

VO 

vo 

vo 

vo 

-P* 

■P- 

Ui 

Ui 

Ui 

Ul 

Ui 

Ui 

Ul 

Ul 

Ul 

Ul 

ON 

00 

vO 

O 

l-» 

Ni 

U> 

■p* 

V-n 

o> 

*~J 

00 

vO 

o 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

*> 

Ui 

Ul 

ui 

Ui 

Ui 

Ul 

Ui 

Ul 

Ul 

Ul 

ON 

o^ 

vo 

O 

l-» 

IO 

U> 

•P- 

Ui 

ON 

^1 

00 

VO 

o 

H» 

■27- 


whipping  boy  for  the  financial  problems  of  this  state,  and  that  we  place  the 
blame  squarely  where  it  belongs  --  on  the  failure  of  the  state's  economy  to 
keep  pace  with  the  rest  of  the  country. 

Montana  people  are  to  be  commended  for  having  made  a  constantly  greater 
effort  on  behalf  of  the  schools,  and  this  effort  has  kept  education  in  Montana 
from  falling  behind  the  nation.   According  to  the  Kiplinger  Magaz  i  ne,  ,;Changi  ng 
Times,"  in  1959  Montanans  took  second  place  only  to  Utah  in  the  percentage  of 
personal  income  spent  on  schools  —  Utah  spent  5.6%,    Montana  5.4$,  and  the 
national  average  was  "5.5%. 

But,  in  the  increase  in  school  expenditures  in  the  decade  from  1950-51 
to  1960-61,  Montana  ranked  down  in  39th  place  among  the  states,  showing  that 
despite  the  effort  being  made  here,  we  could  not  keep  up.  Actually,  the  in- 
crease in  Montana  school  expenditures  in  that  10-year  period  was  just  enough 
to  compensate  for  inflation;  in  other  words,  the  additional  dollar  amount  we 
were  spending  bought  no  mere  than  before,  whereas  in  the  nation  as  a  whole, 
additional  expenditures  were  being  made  to  improve  quality,  beyond  the  added 
expenditure  of  dollars  necessitated  by  inflation. 

Because  school  financing  rests  largely  on  the  property  tax,  and  because 
rising  property  taxes  frequently  are  attributed  to  schools,  I  think  this  next 
chart   is  especially  interesting.   This  shows  the  percentage  of  all  property 
taxes  used  for  schools,  from  1947  through  1961.   Note  that,  before  the  Founda- 
tion Program,  a  higher  percentage  of  property  taxes  went  for  schools  than  at 
any  time  since,  and  that  in  the  most  recently  completed  year,  1960-61,  the 
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Fig.  16    ACTUAL  MONTANA  TAXABLE  VALUATION  PER  ANB,  AND  REQUIREMENT 
TO  MAINTAIN  STATUS  OF  BASE  YEARS  (1947-49)  DUE  TO  EDUCATIONAL  INFLATION 
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percentage  of  39.7  was  just  slightly  below  the  average  of  59.8$  for  the  period 
since  the  Foundation  Program  began.   Schools,  then,  can  scarcely  be  the  villain 
they  are  often  pictured  as  being,  for  they  have  not  been  taking  disproportion- 
ately larger  and  larger  shares  of  the  property  tax. 

The  chart  reflects  total  property  taxes  on  a  proportionate  use  basis.   It 
does  not  reflect  mi  I  I  levies,  which  as  we  all  know  have  been  increasing.   A  major 
reason  for  the  increase  in  mi  I  I  ages,  of  course,  is  the  failure  of  the  taxable 
value  of  property  to  increase  at  a  rate  which  would  compensate  for  the  shrinkage 
of  the  dollar.   There  also  has  been  a  failure  to  reflect  the  population  increase, 

probably  due  to  the  fact  that  most  of  the  increase  has  occurred  in  the  under  21 
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age  group.   This  next  chart   illustrates  what  has  happened  in  school  financing 

where  property  taxes  are  concerned.   The  sharply-rising  line  shows  the  dollars 
of  taxable  valuation  per  pupil  which  would  be  required  to  support  the  same  edu- 
cation as  when  the  Foundation  Program  began.   The  lower  line  is  the  actual  trend 
in  taxable  valuation  per  pupil.   With  this  kind  of  trend,  it  is  very  clear  why 
mill  levies  have  increased,  even  though  no  larger  a  proportion  of  total  property 
taxes  has  been  used  for  schools.   In  other  words,  instead  of  a  statewide  taxable 
valuation  of  $0.7  billion  this  year,  Montana  would  have  to  have  a  taxable  valuation 
of  $1.2  billion  to  maintain  the  support  level  which  property  provided  at  the  begin- 
ning of  the  Foundation  Program,  without  an  increase  in  the  number  of  mills  levied. 

While  we  are  on  the  subject  of  taxes,  there  are  two  more  interesting  patterns, 
having  to  do  with  the  non-appropriated  sources  of  State  revenue  to  the  State  Publ  ic 
School  Equalization  Fund  --  the  corporation  license  tax  and  the  individual  income 
tax.   As  you  know,  one-quarter  of  the  proceeds  of  each  of  these  taxes  is  earmarked 
for  the  Public  School  Equalization  Fund. 
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Th  i s  next  chart  shows  us  what  has  been  happening  with  these  two  sources 
of  school  revenue.   For  each  year  since  the  Foundation  Program  began,  the 
chart  shows  the  actual  dollars  per  ANB  from  each  of  these  sources,  together 
with  the  dollars  per  ANB  required  to  maintain  the  educational  purchasing  power 
when  the  Foundation  Program  began.   Note  that,  while  the  proceeds  from  the 
corporation  license  tax  have  fluctuated,  generally  falling  behind  the  inflation 
requirement,  the  proceeds  from  the  individual  income  tax,  on  the  other  hand, 
have  actually  outstripped  the  inflation  requirement.   In  other  words,  the  in- 
dividual income  tax  has  been  fairly  unique  in  that,  today,  it  is  providing  the 
schools  with  more  purchasing  power  per  pupil  than  when  the  Foundation  Program 
began. 

There  are  many  other  facts  and  figures  which  could  be  presented  but  I  think 
the  picture  is  clear.  The  people  of  Montana  have  been  doing  their  share  --  in 
some  instances,  more  than  their  share  --  to  provide  the  educational  opportunities 
that  today's  world  requires.   The  people  have  continued  their  efforts  in  spite 
of  growing  difficulties  --  the  loss  of  working  population,  resulting  in  shifting 
more  responsibility  to  those  remaining,  the  failure  of  taxable  value  of  property 
to  show  a  substantial  increase,  the  lack  of  growth  in  the  industrial  segment  of 
the  economy,  and  a  drop  in  the  per  capita  income  from  above  the  national  average 
to  below. 

The  same  people,  in  other  words,  are  paying  more  taxes.   Growth  in  popula- 
tion, growth  in  property  valuations,  growth  in  income,  both  personal  and  corporate, 
have  not  materialized.  We  hear  talk  about  new  sources  of  revenue,  but  I  think  ii 
should  be  clear  that  within  the  State  there  is  no  new  source  of  revenue  —  just 
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the  same  source  --  the  same  people  who  have  been  paying  the  biU  all  along. 
Probably  the  people  can  afford  to  contribute  a  little  more,  in  an  equitable 
way,  to  the  cost  of  government  services  --  especially  education  --  but  these 
same  people  are  going  to  find  it  more  and  more  an  expensive  luxury  tc  live 
in  Montana  unless  the  economic  picture  changes  measurably  and  changes  soon. 

The  ghost  towns  of  Montana  should  give  us  pause.   People  had  to  leave 
those  towns  because  economically  it  was  impossible  to  continue  to  exist  there; 
nothing  was  being  produced  to  bring  in  income.   if  present  trends  continue, 
what  is  going  to  prevent  Montana  from  becoming  a  ghost  state?  What  do  we  pro- 
duce and  export  that  will  bring  us  enough  income  to  continue  to  exist  as  a  state? 
Viewed  from  the  national  standpoint  as  a  raw  materials  center,  we  are  in  dif- 
ficult straits.   Agriculture,  mining,  forest  products  —  all  of  these  industries 
are  experiencing  difficulty.   But  they  are  virtually  the  only  means  we  have  of 
acquiring  income.   We  can  cite  an  isolated  example,  here  and  there,  of  a  small 
plant  or  manufacturing  operation,  but  industry  as  the  nation  today  knows  it 
simply  does  not  exist  here.  The  fact  that  our  relatively  small  tourist  business 
looms  as  iarge  as  it  does  helps  to  point  up  the  absence  of  other  economic  activity. 

In  this  framework  we  have  a  population  heavily  weighted  on  the  side  of 
children  and  senior  citizens  --  a  population  economically  dependent  on  a  relatively 
small  working  group.   Is  it  any  wonder  that  this  small  group  feels  increasingly 
overwhelmed  by  taxes  —  and  that  every  year  more  of  this  group  leave  Montana  for 
brighter  opportunities? 

When  we  talk  about  school  financing,  let's  keep  the  picture  in  perspective. 
Let's  stop  blaming  the  increasing  cost  of  government  services,  education  in 
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particular,  for  the  plight  Montana  is  in.   Let  us  try  instead  to  do  some- 
thing constructive  to  pull  Montana  out  of  the  doldrums,  to  instill  a  breath 
of  progress  into  this  State  of  ours.  Certainly  it  is  good  and  proper  to 
spend  time  studying  school  financing,  but  unless  action  is  taken  to  insure 
our  economic  survival,  we  shall  not  have  to  worry  about  schools;  ghost  towns 
have  few  children  to  educate. 

I  am  afraid,  very  much  afraid,  that  the  situation,  left  to  itself,  will 
only  worsen.  Apparently  the  elements  which  generate  economic  growth  are  not 
here,  or  if  they  are  here,  they  are  not  at  work.  These  elements  must  either 
be  created,  or  be  put  to  work,  or  both. 

Individuals  alone  cannot  do  this.   Private  capital  evidently  is  not  inter- 
ested in  doing  this  —  understandably,  since  the  prospects  of  substantial  profit 
in  the  near  future  are  slim,  and  capital  can  be  invested  more  advantageously 
elsewhere,  in  areas  where  the  economy  is  expanding.   It  seems  to  me  that  if  our 
State  is  to  survive,  bold  vision  and  courageous  action  are  called  for  at  the 
State  level.   I  know  of  no  concrete  plan  that  has  been  developed  for  Montana's 
economic  survival,  and  the  time  is  fast  slipping  away.   Action  by  the  State  is 
urgent  I y  needed. 

As  to  such  matters  as  the  50$  limit,  are  we  not  fiddling  while  Rome  burns? 
The  whole  Foundation  Program,  after  all,  represents  less  than  half  of  our  school 
costs,  and  the  question  should  be  how  to  provide  the  base  for  raising  --  and 
raising  in  an  equitable  way  —  the  tens  of  millions  that  are  needed,  not  how 
to  shift  the  responsibility  for  a  few  dollars  from  one  Montanan  to  another.   We 
know  approximately  how  much  money  schools  are  going  to  need  in  the  next  biennium 
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some  $200  million.  We  know  what  must  be  done  if  the  Foundation  Program  is 
to  be  brought  back  to  the  standard  of  guaranteed  basic  educational  oppor- 
tunity set  by  the  1949  Legislature.   Internally,  the  Foundation  Program 
formula  has  proven  workable.   Externally,  the  financing  has  been  the  problem, 
Until  Montana's  sick  economy  is  made  better,  none  of  our  basic  problems,  in- 
cluding school  financing,  can  really  be  solved. 
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